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REAL ESTATE ECONOMISTS, APPRAISERS AND COUNSELORS 


The real estate business was pretty good in April. 
REAL ESTATE ACTIVITY Our national real estate activity index stands at 

16.5 points above normal, up almost 6 points 
from its January reading. Each month since the first of the year has shown some 
improvement. Despite this, the first 4 months of 1954 have not been so good as 
the same period in the last 5 or 6 years. 


It is well recognized that financing is the key to a sustained high level of real 
estate sales. It is also well recognized that the reason a good many buyers have 
to pass up bargains in older houses is that they cannot dig up the larger down 
payment usually required on these lower-priced older homes. 


There are definite signs that terms on older homes are becoming more at- 
tractive as the supply of mortgage money grows more and more abundant. If 
Congress allows the FHA to extend the same percentage of insurance to loans 
on existing homes that it extends to loans on new homes, an improvement in the 
used home market can surely be expected. 


It is impossible to predict the precise effect of this legislation. However, 
you can expect these general trends to develop if this legislation is passed. 


1. An overall improvement in real estate activity. The degree of improve- 
ment and its duration will vary from one section of the country to ancther, but 
some improvement is almost certain to result in all sections. 


2. A general stiffening and perhaps some recovery in the recently slipping 
price level of used homes. The better the quality of the property the more cer- 
tain will this price improvement be. 


3. A weakening of the price on new homes as the terms on used homes be- 
come more competitive and builders continue to put new houses together ata 
slam-bang rate. One of the sustaining props under the continuing boom in new 
houses has been the comparatively stiff terms on older homes. As we have 
pointed out before, a family might want to buy a seven-room house at $13,000, but 
being unable to raise the $3,000 down payment, winds up buying a six-room new 
house for $18, 000 because it can swing the deal with less than $2, 000. 
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The mortgage business is also good and getting 
REAL ESTATE better. This year, already off to a flying start, 
MORTGAGE ACTIVITY should show even more rapid improvement when 

the new housing billbecomes law. Easierterms, 
which will probably be incorporated in the bill, will stretch the real estate and 
lending boom further into the future. However, until the law has been on the 
books a few months, it will be impossible to judge its ultimate impact on the 
market. So far this year, lending has given no indication of slowing down. About 
the only complaint mortgage men can have these days is the slowly slipping in- 
terest rate. 


AVERAGE INTEREST RATE OF RECORDED MORTGAGES 
IN 11 MAJOR CITIES OF THE UNITED STATES 


March 1952 4.998% 
March 1953 5. 007 


December 1953 §.110 
January 1954 5.187 
February 1954 5. 240 
March 1954 5.197 
April 1954 5.173 


REAL ESTATE SALES PRICE COMPARISON IN APRIL 1954 
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100 


With preceding 
month 


—1.0% 


INDEX - 1939 - 


REAL ESTATE SALES PRICE INDEX 


With same month 
preceding year 


Probable selling 
+ 1 0% Selling price of a house 
price that sold for 
Date index $5, 000 in 1939 
1939 100 $ 5,000 
1940 (2nd half) 110 5, 500 


June 52 &@Oct. "51 peak 310 15, 500 


Jan. °53 287 14, 350 
With peak (October Oct. ‘53 290 14, 500 


'0 1951 and June 1952) Nov. ’53 287 14, 350 
Dec. '53 300 15, 000 
Jan. ’54 300 15, 000 


Feb. & Mar. '54 296 14, 800 
Apr. ’54 293° 14, 650 * 


1953 1954 


-5 5%, 


*Preliminary. 

















A good many mortgage lenders should be interested in the Census Bureau’s 
volumes on residential financing (Volume IV, Parts 1 and 2, of the 1950 Census 
of Housing*). The two books contain a total of some 1, 45U pages of tables on 
mortgaged residential properties in the United States and in 25 of the standard 
metropolitan areas. 


One bit of information contained in them that should be of interest is the per- 
centage of refinancing done by the same lender. The national average in 1950 was 
65%. In other words, on all of the refinancing of residential mortgages in 1950, 
65% was with the same lender. The tabulation shown below, however, reveals that 
there was a wide variance in this percentage from one area to another. 


Standard % of Mortgages Standard % of Mortgages. 
Metropolitan Refinanced With Metropolitan Refinanced With 
Area Same Lender Area Same Lender 


Albany -Schenectady- Minneapolis-st. Paul 49% 

Troy 75% New Orleans 70 
Atlanta 64 New York-Northeastern 
Baltimore 56 New Jersey 62 
Boston 82 Philadelphia 57 
Buffalo 72 Pittsburgh 65 
Chicago 57 Portland, Oreg. 62 
Cincinnati 75 Providence 72 
Cleveland 71 St. Louis 67 
Detroit 53 San Francisco-Oakland 51 
Houston 47 Seattle 64 
Kansas City, Mo. 61 Washington, D. C. 60 
Los Angeles 38 Youngstown 69 
Milwaukee 55 


The information on foreclosures is also interesting. Out of 8.27 million 
loans, 703,000 were second deeds (83%). Out of all these loans, 14,459 were in 
the process of foreclosure at the time the census was taken. Of these loans in 
process of foreclosure, 4,995, or 35%, were under second deeds. Therefore, 
while second deeds made up only 84% of all residential mortgages, in 1950 they 
were accounting for 35% of all residential foreclosures. 


Contrary to its usual seasonal upturn, our real 
REAL ESTATE estate sales price index has been in a slow 
SALES PRICE INDEX downward trend during the first 4 months of this 

year. However, it is still fractionally above its 
level of a year ago. In a few months, when we have completed our calculations on 
the price movements of different-type and different-age houses, we will be able 
to show you a more interesting and more useful picture. 





*Available from Superintendent of Documents, Government Printing Office. 
Part 1, $4.25; Part 2, $5.25. 
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In our May Agricultural Bulletin we pointed out 
AGRICU LTURAL that the long-range outlook for farmers and farm 
EMPLOYMENT values was encouraging. One reason we gave for 

this opinion was the long continuing decline in the 
percentage of farmers needed to raise food and fiber for our rapidly increasing 
population. 


The chart below shows the number of agricultural workers compared with 
the total gainfully employed workers in the United States from 1820 through 1953. 
It also shows how the percentage of agricultural workers to total workers has 
dropped steadily. In 1820, 71.9% of all workers were engaged in agriculture. As 
late as 1940, 16.6% were so employed. By 1953, this figure had shrunk to a mere 
9.9%. Now it is possibly even lower. 


Naturally, there is some point at which this downward trend must stop. How- 
ever, it will not be surprising to find that increased efficiencies will bring this 
percentage down as low as 5% in the next two decades. 


The boom in home building continues to roll 
RESIDENTIAL briskly along. Through the first 4 months of 
CONSTRUCTION 1954, private nonfarm starts totaled 341, 400 
contrasted with 345,500 for the same period in 
1953. This pace is only 1.2% behind the pace set 1 year ago, and it is a good bet 


65 
WORKERS IN AGRICULTURAL AND IN 
NON AGRICULTURAL OCCUPATIONS 
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INCREASES IN BUILDING COSTS SINCE 1939 


ST. LOUIS 
May 1954 


SIX-ROOM BRICK HOUSE 
(FRAME INTERIOR)* 
Content: 23,100 cubic feet 
1,520 square feet 
Cost 1939: $ 6, 400 
(27. 7¢ per cubic foot; $ 4.21 per square foot) 
Cost today: $17, 246 


(74.7¢ per cubic foot; $11.35 per square foot) 
INCREASE OVER 1939 = 169. 4% 


FIVE-ROOM BRICK VENEER HOUSE* 
Content: 24,910 cubic feet 
1,165 square feet 
Cost 1939: $ 5,440 
(21. 8¢ per cubic foot; $ 4.67 per square foot) 
Cost today: $14,988 
(60. 2¢ per cubic foot; $12.87 per square foot) 
INCREASE OVER 1939 = 178. 5% 


SIX-ROOM FRAME HOUSE* 
Content: 24, 288 cubic feet 
1,650 square feet 

Cost 1939: $ 5,671 

(23. 4¢ per cubic foot; $ 3.44 per square foot) 
Cost today: $16, 504 

(68.0¢ per cubic foot; $10.00 per square foot) 
INC REASE OVER 1939 = 191. 0% 


6-ROOM CALIFORNIA BUNGALOW - NO BASEMENT 
Content: 12,119 cubic feet 
992 square feet 


Cost 1939: $3,392 


(28. 0¢ per cubic foot; $3.42 per square foot) 
Cost today: $9,388 


(77.5¢ per cubic foot; $9.46 per square foot) 
INC REASE OVER 1939 = 176. 8% 


*Costs include full basement 
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that when the May figures are in, the first 5 months of 1954 will be ahead of the 
same period in 1953. 


Total nonfarm housing starts for the January-April period are about 6% be- 
hind the year ago total because of the slump in public housing construction. So 
far this year, only 4,600 public housing units have been started, compared with 
23,000 starts during the first 4 months of 1953. 


The home building boom has lasted for 7 years (1947-1953), and is certain 
to last through 1954. There is little to indicate that the home building industry 
has the slightest intention of slowing down the 1, 000, 000-units-per-year rate 
through the 1955-1958 period, and so long as it can continue to get Federal assis- 
tance in selling its houses, there is no reason why it should attempt to cut back. 


Nevertheless, there is a real danger of overbuilding if we continue to build 
at the present volume without using some of this volume to replace dilapidated 
or obsolete housing. We believe that there is no chance that this change in em- 
phasis will come about. It is much easier and more profitable to keep building 
further and further into the hinterlands than it is to tackle our real housing prob- 
lem which lies within the central cities. 











